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I.   Summary 

Burma  (The  Union  of  Myanmar) *  underwent  tremendous  upheaval  in  the 
last  two  years,  substantially  aggravating  the  economic  decline  which 
characterized  the  Ne  Win  years  since  1962.   However,  that  upheaval 
also  created  some  prospects  for  improvement. 

Official  statistics  indicate  real  gross  domestic  product  dropped  4.2 
percent  in  fiscal  year  (FY)  1987/88.   (Burma's  fiscal  year  runs  from 
April  1  to  March  31.)   Preliminary  official  figures  show  a  0.2 
percent  increase  in  FY  1988/89,  but  real  GDP  probably  fell. 
Agricultural  production  increased  somewhat,  but  output  in  mining, 
manufacturing,  construction,  transport,  communications,  and  social 
and  administrative  services  dropped.   Consumer  price  inflation  was 
over  30  percent,  and  currency  in  circulation  rose  at  an  alarming 
pace.   The  overall  government  budget  deficit  swelled  to  $1.1  billion 
or  10  percent  of  nominal  GDP.   Rice  exports  were  exceptionally  low, 
reported  foreign  trade  activity  declined,  and  the  trade  balance 
continued  in  deficit.   Although  foreign  exchange  reserves  rose  to 
$127  million,  Burma  was  in  arrears  on  its  debt  payments  to  all 
bilateral  donors  at  the  end  of  the  fiscal  year. 

Following  a  military  takeover  in  September  1988,  the  government 
declared  an  end  to  socialism  and  the  beginning  of  a  new  open  door 
economic  policy.   Early  manifestations  of  the  new  policy  toward 
foreign  participation  in  the  economy  included  the  granting  of 
offshore  fishing  concessions  and  logging  concessions  in  the 
Thai-Burmese  border  region  to  foreign  companies.   The  regime  also 
legalized  border  trade  with  the  People's  Republic  of  China.   More 
recently,  the  regime  has  begun  granting  onshore  petroleum 
exploration  rights  to  foreign  oil  companies  including  U.S.  firms, 
and  has  opened  up  bidding  for  offshore  oil  exploration.   The 
government  is  also  considering  offering  mining  concessions. 

In  spite  of  these  market  opening  measures,  the  economy's  progress 
this  year  will  be  limited  by  the  military  leadership's  reluctance  to 
allow  market  forces  to  operate,  by  persistent  structural  problems 
(particularly  shortages  of  fuel  and  foreign  exchange) ,  and  by 
political  uncertainty.   A  self-proclaimed  interim  government,  the 
military  regime  has  scheduled  national  elections  for  May  1990,  but 
the  time  frame  for  accession  of  a  civilian  government  has  not  been 
specified.   In  the  interim,  domestic  political  tension  remains 
high.   With  the  arrest  of  thousands  of  political  opponents  of  the 
regime,  the  outlook  for  the  elections  and  the  post-election  economic 
and  political  environment  is  unclear.   Economic  policy  changes 
needed  to  consolidate  a  full  economic  opening  may  not  be  forthcoming 
for  some  time. 

Historically,  U.S. -Burma  trade  has  been  extremely  small  (under  $30 
million  per  year) .   Wholesale  nationalizations  in  the  early  1960s 
kept  U.S.  investors  out  of  Burma  until  1989.   Some  U.S.  companies 
have  begun  to  explore  various  trade  and  investment  projects  on  the 


^Effective  June  18,  1989  the  name  of  the  country  was  officially 
changed  from  "Union  of  Burma"  to  "Union  of  Myanmar."   However,  the 
U.S.  Board  on  Geographic  Names  determined  in  November  1989  that  the 
U.S.  Government  would  continue  to  recognize  "Union  of  Burma"  as  the 
official  English-language  name  of  the  country. 
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basis  of  a  new  foreign  investment  law  promulgated  in  December  1988. 
Official  relations  between  the  United  States  and  Burma  have  been 
cool  since  last  fall  when  the  United  States  criticized  repressive 
regime  actions  and,  along  with  other  major  donor  countries, 
suspended  foreign  assistance.   In  March  1989,  the  U.S.  Government 
decided  not  to  certify  Burma  as  eligible  for  U.S.  aid  because  of 
lack  of  cooperation  on  anti-narcotics  matters;  in  April,  it 
suspended  Burma's  GSP  eligibility  on  worker  rights  grounds.   The 
United  States  looks  towards  an  improvement  in  bilateral  relations  as 
the  Burmese  Government  takes  steps  to  meet  the  democratic 
aspirations  of  the  Burmese  people,  resume  anti-narcotics  activities, 
and  improve  its  human  rights  performance. 

II.   Current  Economic  Situation  and  Trends 

Background;   From  1962  to  1988  under  the  "Burmese  Way  to  Socialism", 
isolationist  and  heavily  statist  government  policies  created 
worsening  structural  constraints  in  the  Burmese  economy.   State 
sector  rigidities,  trade  and  government  budget  deficits,  inadequate 
investment  capital,  shortages  of  essential  imported  machinery  and 
parts,  and  mounting  foreign  debt  were  only  partially  offset  by  the 
country' s  agricultural  self-sufficiency  and  a  large  and  thriving 
black  market.   Inadequate  fuel  supplies  and  insufficient  foreign 
exchange  for  needed  imports  have  affected  nearly  every  sector  of  the 
economy.   Since  1985/86  the  Burmese  economy  has  steadily  declined 
with  real  GDP  falling  1.1  percent  in  1986/87  and  a  further  4.2 
percent  in  1987/88.   In  late  1987,  the  Burmese  Government  obtained 
United  Nations  designation  as  a  least  developed  country  eligible  for 
more  favorable  foreign  aid  terms. 

The  first  major  loosening  of  state  economic  control  in  decades 
occurred  in  September  1987  when  the  government  opened  domestic  trade 
in  rice  and  other  agricultural  commodities  to  the  private  sector. 
However,  the  decentralization  measure  was  quickly  followed  by  a 
surprise  demonetization  of  all  large  denomination  currency  notes, 
wiping  out  the  cash  assets  of  much  of  the  population  and  causing  a 
crisis  of  confidence  in  the  domestic  currency  that  has  persisted  to 
this  date. 

During  1988/89  economic  developments  were  overshadowed  and  shaped  by 
a  profound  national  political  crisis.   Widespread  dissatisfaction, 
originating  from  economic  grievances  and  the  pent  up  frustrations  of 
26  years  of  dictatorial  rule,  led  to  a  nationwide  general  strike  and 
massive  street  demonstrations  in  August  and  September  demanding 
change  to  a  more  democratic  form  of  government.   Foreign  trade, 
banking,  communications,  in-land  transport,  manufacturing  and 
government  operations  were  at  a  near  standstill  for  many  weeks. 
After  the  government  withdrew  police  and  security  forces,  general 
law  and  order  deteriorated,  resulting  in  looting  and  damage  to 
government  facilities. 

In  mid-September  the  military  took  direct  control  of  the  government, 
establishing  the  State  Law  and  Order  Restoration  Council  (SLORC)  as 
the  ruling  authority.   From  September  19-25,  thousands  of  peaceful 
unarmed  demonstrators  were  shot  by  the  military,  often  without 
warning.   The  SLORC  declared  an  end  to  socialism  and  the  one-party 
state,  but  adopted  severely  repressive  measures  against 
pro-democracy  activists,  students  and  demonstrators.   Shortly 
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thereafter,  the  United  States  and  other  major  donor  countries 
suspended  bilateral  foreign  assistance  to  the  new  regime,  and 
multilateral  aid  projects  were  temporarily  stopped. 

The  SLORC  announced  an  open  door  economic  policy  under  which  the 
private  sector  would  theoretically  be  permitted  to  engage  in  most 
economic  activities;  it  also  published  a  foreign  investment  law 
allowing  foreign  investments,  including  wholly  foreign-owned 
ventures  for  the  first  time  in  decades.   The  regime  legalized  border 
trade  with  the  People's  Republic  of  China,  which  had  flourished 
illegally  for  many  years.   It  began  to  award  offshore  fishing 
concessions  and  logging  concessions  along  the  Thai-Burmese  border  to 
foreign,  chiefly  Thai,  companies.   It  also  began  discussions  with 
foreign  firms  on  hotel  construction  and  renovation,  onshore  oil 
exploration,  and  other  projects. 

In  February  1989  the  SLORC  announced  that  national  multi-party 
elections  for  a  new  Parliament  would  be  held  in  May  1990,  but 
neglected  to  specify  a  time  frame  for  the  accession  of  a  civilian 
government.   Subsequently,  Japan  resumed  foreign  aid  disbursements 
to  Burma  on  some  previously  approved  development  projects.   However, 
most  bilateral  and  multilateral  aid  projects  remained  suspended  or 
slowed,  and  no  new  aid  commitments  were  made  by  any  donor  country  or 
organization . 

Economic  Performance:   According  to  preliminary  official  figures, 
Burma's  GDP  was  about  kyat  71.06  billion  or  $11.0  billion  (current 
basis)  at  the  end  of  fiscal  year  1988/89.   This  estimate  would  give 
Burma's  39.35  million  people  a  per  capita  income  of  $280.   In  real 
or  inflation-adjusted  terms,  GDP  growth  was  estimated  at  just  0.2 
percent  with  real  per  capita  GDP  declining  1.7  percent.   For  the 
third  year  in  a  row,  consumption  and  investment  also  dropped  in  real 
terms,  by  2.9  percent  and  10.1  percent  respectively.   In  view  of 
last  year's  economic  turbulence,  final  revised  statistics  likely 
will  show  even  weaker  economic  performance.   (Unreliable  official 
statistics  do  not  give  a  complete  picture  of  Burma's  real  economic 
situation.   The  GDP  statistics  do  not  cover  black  market  activity 
which  could  equal  or  exceed  official  reported  activity,  and  the 
highly  overvalued  official  exchange  rate  distorts  the  dollar 
equivalents  of  GDP  and  per  capita  income  figures.) 

Production  in  the  key  agricultural  sector,  which  represents  40 
percent  of  GDP,  rose  an  estimated  2.2  percent  in  1988/89.   A  cutback 
in  fertilizer  usage  due  to  higher  prices  and  reduced  supplies  was 
counterbalanced  by  an  increase  in  acreage  sown  by  farmers  responding 
to  the  government's  agricultural  decontrol  measures.   Nonetheless, 
for  many  crops  basic  indicators  such  as  acreage  sown,  irrigated 
area,  per  acre  yields,  use  of  fertilizers  and  pesticides,  and  output 
remained  below  the  levels  of  the  mid-1980s.   The  surplus  of 
production  over  domestic  consumption  of  rice,  the  staple  food  and 
the  most  important  crop,  appeared  to  be  declining  with  registered 
rice  exports  exceptionally  low. 

Processing  and  manufacturing  output  fell  an  estimated  1.5  percent 
last  year,  with  major  declines  registered  in  production  of 
agricultural  equipment,  personal  goods,  industrial  raw  materials, 
electrical  goods,  construction  materials  and  miscellaneous 
products.   Unable  to  import  enough  machinery  and  parts,  state 
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industries  face  chronically  low  capacity  utilization.   Real  output 
in  10  of  the  13  processing  and  manufacturing  subsectors  fell  25 
percent  or  more  over  the  last  three  years.   According  to  provisional 
data,  livestock  and  fisheries  production  rose  4.2  percent  in 
1988/89.   Output  of  livestock  products  improved,  but  fishing 
activity  was  slowed  by  fuel  shortages  and  by  damage  to  state-owned 
vessels  and  facilities  during  the  fall  1988  disturbances.   Offshore 
fishing  concessions  granted  to  foreign  companies  in  late  1988/89 
stimulated  foreign  competition  for  Burma's  marine  fishery  resources, 
which  the  domestic  industry  was  not  well  placed  to  withstand.   The 
forestry  sector  was  a  relatively  bright  spot  last  year  with  output 
rising  an  estimated  15.8  percent.   The  new  regime's  moves  to  open  up 
timber  extraction  to  private  and  foreign  entrepreneurs,  and  to  grant 
logging  concessions  to  Thai  companies  in  Thai-Burmese  border  areas 
encouraged  sectoral  activity. 

Mining  output  including  fossil  fuel  extraction  has  been  declining  at 
an  alarming  rate  in  recent  years  and,  exacerbated  by  the  recent 
disturbances,  shrank  a  further  19.2  percent  in  1988/89.   Production 
of  tin,  tungsten  and  sheelite,  mixed  concentrates,  barites,  cement, 
copper  concentrates,  refined  lead  and  jade  all  dropped.   In  the 
energy  subsector  natural  gas  output  rose  just  3  percent,  while  coal 
and  crude  oil  production  plummeted,  by  17  and  25  percent 
respectively.   Formerly  an  oil  exporter,  Burma  became  a  net  fuel 
importer  in  1988/89,  with  World  Bank  funds  financing  114,000  metric 
tons  of  crude  oil  imports. 

The  power  sector  grew  by  a  reported  12.6  percent  last  year,  with 
installed  generating  capacity  up  somewhat  and  power  losses  cut 
back.   Dominated  by  public  works  projects,  construction  activity 
declined  17.4  percent  due  to  last  year's  disturbances,  the  cutoff  of 
bilateral  aid,  and  disruption  of  multilaterally  funded  projects. 
Facing  near  paralysis  during  the  disturbances,  draconian  post-coup 
gasoline  rationing,  and  a  large  number  of  unserviceable  transport 
vehicles  due  to  lack  of  parts,  domestic  transportation  activity  fell 
12.7  percent.   Activity  in  all  other  service  sectors  except 
financial  institutions  was  also  reported  down. 

Fiscal  and  Monetary  Developments;   With  state  monopolies  in  several 
sectors  and  state-owned  economic  enterprises  (SEES)  involved  in 
virtually  all  economic  activities,  the  government  plays  a  very  large 
role  in  the  Burmese  economy.   Overall  public  sector  spending 
equalled  about  one-half  of  nominal  GDP  during  the  last  two  years. 
Largely  because  of  disruptions  related  to  the  disturbances,  total 
1988/89  government  revenues  fell  to  $4.3  billion  or  20  percent  short 
of  projected  levels.   With  expenditures  of  $5.4  billion  just  9 
percent  below  budget,  the  government  budget  deficit  soared  80 
percent,  reaching  $1.1  billion  or  10  percent  of  GDP.   Government 
deficits  are  financed  mainly  by  borrowing  from  the  state  banking 
system  and,  ultimately,  by  printing  additional  bank  notes.   Since 
the  September  1987  demonetization,  currency  in  circulation  has  been 
expanding  rapidly,  jumping  84  percent  in  1988/89  and  exacerbating 
inflationary  pressures.   Inflation  was  also  aggravated  by  the 
disarray  in  rice  and  grain  distribution,  shortages  of  most  goods 
during  the  disturbances,  and  late  1988  increases  in  government 
controlled  prices,  taxes  and  fees.   The  official  consumer  price 
index  for  Rangoon  showed  price  rises  over  30  percent  at  the  end  of 
1988/89.   Actual  inflation  was  probably  substantially  higher. 
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The  External  Sector:   Burma's  trade  deficit  decreased  from  $366 
million  in  1987/88  to  $226  million  last  year,  but  this  reflected  an 
overall  contraction  in  officially  reported  foreign  trade.   Rice 
exports,  formerly  the  major  foreign  exchange  earner,  plummeted  to 
just  49,000  metric  tons  compared  with  336,000  metric  tons  in  1987/88 
and  920,000  metric  tons  in  1983/84.   Export  revenues  from  teak  and 
hardwood  sales  rose  somewhat  but  exports  of  most  other  products 
declined.   While  preliminary  official  figures  show  an  export  total 
of  $311  million,  other  published  data  suggest  a  substantially  weaker 
performance  worsening  the  country's  ability  to  service  its  debt  and 
obtain  needed  imports.   Imports  fell  14  percent  to  $536  million, 
continuing  a  decline  which,  during  the  last  several  years,  has 
greatly  constricted  essential  supplies  of  materials,  machinery  and 
parts  throughout  the  economy. 

Total  trade  activity,  including  extensive,  formerly  illegal  and 
unreported  trade  overland  with  neighboring  countries,  was  much 
greater  than  the  above  figures  indicate.   For  example,  official 
statistics  from  the  People's  Republic  of  China  showed  two-way  border 
trade  with  Burma—legalized  in  late  1988,  but  excluded  from  Burma's 
trade  data — totalling  $226  million  in  calendar  year  1988.   Burma  ran 
a  technical  deficit  in  its  border  trade  with  China,  which  is 
conducted  on  a  barter  basis  and  does  not  generate  foreign  exchange. 
Substantial  unreported  trade  with  Thailand  and,  to  a  lesser  extent, 
India  and  Bangladesh  also  occurred. 

The  highly  overvalued  official  exchange  rate — now  6.69  kyat  per  U.S. 
dollar,  versus  about  60  to  1  on  the  open  market — was  not  corrected 
last  year.   Currency  overvaluation  clearly  discouraged  legal 
exports,  particularly  of  rice,  while  stimulating  demand  for  imports 
that  could  be  resold  on  the  open  market  at  a  large  profit,  thus 
contributing  to  the  country's  trade  deficit,  and  favoring  consumer 
goods  over  capital  goods  imports. 

Up  to  date  figures  on  Burma' s  foreign  debt  are  not  available,  but  it 
is  estimated  at  about  $4.5  billion.   According  to  official  figures, 
foreign  loan  inflows  last  year  were  $306  million.   Although  most  of 
the  debt  is  highly  concessionary,  debt  servicing  became  a  problem 
due  to  limited  export  revenues  and  the  chronic  trade  deficit. 
During  1988/89  Burma  fell  behind  on  debt  repayments  to  all  its 
bilateral  donors  including  the  United  States,  with  arrears  totalling 
over  $100  million  at  the  end  of  the  fiscal  year.   Those  debt 
repayments  which  the  government  continued  to  make  were  reported  at 
$227  million,  implying  a  debt  service  ratio  (repayments  to  exports) 
of  73  percent  even  with  only  partial  repayments.   At  the  same  time, 
foreign  exchange  reserves  rose  to  $127.3  million  in  March  1989,  the 
highest  level  in  over  six  years.   The  reasons  for  this  unusual 
increase  in  reserves  are  not  clear. 

Outlook  for  1989/90  and  Beyond:   Presuming  no  repeat  of  last  year'  s 
disturbances,  the  country's  economic  performance  this  year  may  not 
be  as  poor  as  in  1988/89.   However,  the  persistence  of  basic 
structural  problems,  an  excessively  centralized  economic  system,  and 
the  extreme  political  and  economic  uncertainty  likely  to  prevail 
until  some  time  after  national  elections  are  held  make  any 
significant  economic  improvement  unlikely  in  the  short  term.   Major 
economic  reforms  will  be  essential  to  repair  the  economic  damage 
caused  by  decades  of  policy  mismanagement. 
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The  two  most  critical  constraints  on  economic  growth—shortages  of 
fuel  and  of  foreign  exchange  for  essential  imports--will  probably 
persist  at  least  through  1990.   Contracts  signed  with  foreign 
companies  for  onshore  oil  exploration  and  development  will  not 
produce  any  immediate  increase  in  Burma's  oil  output,  and  the 
domestic  fuel  shortage  will  likely  continue  at  least  another  year. 
In  the  face  of  mounting  foreign  debt  arrears,  the  recent  increase  in 
foreign  exchange  reserves  does  not  promise  any  short  term  lessening 
of  the  foreign  exchange  constraint  on  badly  needed  imports  of 
machinery,  parts  and  material.   Debt  restructuring  to  alleviate  the 
foreign  exchange  problem  does  not  appear  likely  until  after  a  newly 
elected  civilian  government  comes  to  power  in  1990  or  later.   New 
foreign  aid  inflows  from  bilateral  and  multilateral  sources,  which 
had  financed  nearly  all  of  Burma's  critical  import  needs,  are  not 
expected  to  resume  until  after  the  holding  of  democratic  elections 
and  the  resolution  of  the  debt  arrears  buildup.   Furthermore,  the 
military  regime  has  not  yet  been  willing  to  adjust  the  highly 
overvalued  exchange  rate,  which  has  inflated  the  trade  deficit  and 
pushed  much  commercial  activity  into  unregistered  or  illegal 
channels . 

A  government-projected  50  percent  increase  in  private  and 
cooperative  sector  investment,  which  the  government  hopes  will 
counterbalance  the  planned  15  percent  drop  in  public  sector 
investment,  is  unlikely  to  materialize  during  1989/90.   The 
stimulative  impact  of  reductions  in  income  tax  rates  for  businesses 
and  individuals  that  were  adopted  beginning  this  tax  year  may  not  be 
fully  realized  for  some  time  because  of  investor  concerns  over 
inflation,  exchange  rate  policy,  regulatory  changes,  and  the  general 
domestic  situation.   Thus,  significant  investment-propelled 
increases  in  manufacturing,  processing,  transportation  and 
commercial  activity  may  be  delayed  into  the  medium  term.   In 
agriculture,  the  limited  availability  of  fertilizer,  especially  for 
the  fertilizer-dependent  high  yield  varieties  of  rice,  will  remain  a 
constraint  to  output  expansion  in  the  short  term.   Forestry 
production  could,  on  the  other  hand,  continue  to  expand  depending  on 
anticipated  changes  in  government  policies  toward  logging 
concessions.   Further  policy  announcements  on  fishing  concessions 
are  also  expected. 

The  government's  budget  plan  for  1989/90  calls  for  a  2  4  percent 
increase  in  total  revenues  to  $5.1  billion,  and  a  12  percent  rise  in 
total  expenditures  to  $5.8  billion.   The  government  expects  to 
reduce  the  overall  deficit  to  about  $680  million  or  6.1  percent  of 
projected  GDP.   However,  the  actual  deficit  is  likely  to  be  far 
higher  because  of  a  major  unbudgeted  salary  increase  in  April  1989 
for  Burma's  1.2  million  civil  service  and  military  employees.   With 
foreign  loan  inflows  projected  at  just  $150  million,  the  large 
government  budget  deficit  will  continue  to  be  financed  chiefly 
through  the  domestic  banking  system,  crowding  out  private  sector 
borrowers  and  limiting  private  investment.   Further  expansion  of  the 
money  supply  to  accommodate  government  spending  needs  is  probable. 
This  could  perpetuate  strong  inflationary  pressures  well  into  1990. 

Another  key  determinant  of  inflation  will  be  government  policies 
affecting  production,  distribution  and  prices.   Recent  regime 
interventions  in  domestic  markets  have  tended  to  drive  food  supplies 
underground,  raising  effective  price  levels.   As  the  scheduled  May 
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1990  elections  near,  the  regime  may  be  tempted  to  undertake  more 
draconian  measures  aimed  at  holding  down  prices,  which  would  be 
counterproductive  in  terms  of  inflation  and  progress  towards  a  more 
open  market  economy. 

The  domestic  political  situation  will  continue  to  exercise  a 
preponderant  influence  on  the  country's  economic  progress.   Long 
term  policy  development  and  economic  stability  cannot  be  achieved 
without  the  resolution  of  domestic  political  conflict,  beginning 
with  national  elections.   Tight  restrictions  on  political  activity 
and  the  mass  arrest  of  regime  opponents  raise  serious  questions 
about  the  credibility  of  those  elections  and  the  likely 
effectiveness  of  a  future  civilian  government.   The  military's 
future  role  in  national  economic  and  political  life  is  also  unclear. 

III.   Implications  for  the  United  States 

Bilateral  Relations:   Until  the  September  1988  military  takeover, 
the  United  States  maintained  a  very  modest  foreign  assistance 
program  in  Burma.   Total  U.S.  grant  aid  to  Burma  in  U.S.  fiscal  year 
1988  (October  to  September)  was  $11  million,  covering  development 
assistance,  anti-narcotics  aid  and  military  training.   U.S. -Burma 
trade  in  calendar  year  1988  was  very  small,  with  U.S.  exports  of 
electrical  equipment,  machinery,  parts  and  other  goods  totalling 
just  $10.6  million.   U.S.  imports  (apparel,  prawns,  gems,  pearls, 
wood  products  and  other  items)  totalled  $11.6  million.   Before  the 
enactment  of  the  open  door  economic  policy,  there  were  no  U.S. 
private  investments  in  the  country.   Some  U.S.  firms  had 
representative  arrangements  with  local  businessmen  for  trade 
purposes . 

Official  relations  between  the  United  States  and  Burma  have  been 
cool  since  September  1988  when  the  United  States  criticized  the 
military' s  shooting  of  unarmed  civilians  during  the  takeover  and  its 
subsequent  severe  repression  of  pro-democracy  activists.   Shortly 
thereafter,  the  United  States  suspended  all  foreign  assistance  to 
Burma  except  humanitarian  aid.   In  March  1989,  the  U.S.  Government 
decided  not  to  certify  Burma  as  eligible  for  U.S.  foreign  assistance 
because  of  the  military  regime' s  lack  of  cooperation  on 
anti-narcotics  matters.   (Burma  is  the  world's  largest  producer  of 
opium.)   In  April  1989,  the  United  States  suspended  Burma's 
eligibility  for  duty-free  export  to  the  U.S.  market  under  the 
Generalized  System  of  Preferences  (GSP)  program  because  of  the  lack 
of  internationally  recognized  worker  rights  in  the  country. 

The  U.S.  Government  hopes  for  an  early  resolution  of  strains  in  the 
bilateral  relationship  and  a  return  to  closer  relations  that  would 
benefit  both  countries.   Progress  toward  the  formation  of  a 
government  which  meets  the  aspirations  of  the  people  for  democracy, 
the  restoration  of  basic  human  rights,  and  meaningful  cooperation  in 
drug  eradication  efforts  would  permit  a  resumption  of  friendly 
bilateral  ties. 

Outlook  for  U.S.  Business:   U.S. -Burma  trade  activity  appears  to  be 
relatively  unaffected  by  the  strains  in  the  official  relationship, 
with  1989  trade  flows  running  at  about  the  same  level  as  in  1988. 
Short  term  prospects  for  U.S.  exports  are  limited  chiefly  by  the 
restricted  availability  of  foreign  exchange  for  import  purchases. 
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Local  private  sector  entities  generally  have  no  foreign  exchange 
unless  they  are  exporters,  and  state-owned  enterprises  have  financed 
most  of  their  imports  from  foreign  aid. 

The  best  prospects  for  U.S.  export  sales  in  the  near  term  are 
through  open  competitive  tenders  for  Burmese  Government  procurement 
of  equipment,  supplies  and  consulting  services  for  ongoing  projects 
funded  by  the  Asian  Development  Bank,  the  International  Development 
Association  (a  World  Bank  affiliate) ,  and  the  United  Nations 
Development  Program.   These  tenders  are  reported  by  the  Embassy  and 
published  in  the  daily  Journal  of  Commerce  and  by  the  Commerce 
Department's  National  Technical  Information  Service.   Japanese 
Government-funded  projects  may  present  some  limited  opportunities 
for  U.S.  sales  to  Burma  on  a  subcontract  basis.   Potential  also 
exists  for  countertrade,  although  many  of  Burma's  countertradeable 
goods  are  already  being  absorbed  by  border  trade  with  China  and 
other  export  commitments . 

Importers  of  goods  into  the  United  States  from  Burma  should  be  aware 
that  the  U.S.  Customs  Service  requires  that  the  name  "Burma"  be  used 
for  the  purpose  of  identifying  the  goods'  country  of  origin  on  U.S. 
Customs  forms.   Burmese  goods  entering  the  United  States  under  the 
GSP  program  in  1988  were  valued  at  less  than  $250,000,  so  the  denial 
of  GSP  benefits  is  of  minor  significance  to  most  U.S.  importers. 

Potentially  broad  scope  for  U.S.  investment  is  provided  by  new  laws 
on  foreign  investment.   The  Burmese  Government  has  stated  that  it  is 
willing  to  consider  any  foreign  investor  proposal.   Under  the  new 
law,  investments  may  be  wholly  foreign-owned  or  joint  ventures  with 
local  private  companies,  state-private  sector  joint  venture 
corporations,  or  state-owned  economic  enterprises.   In  certain 
sectors  such  as  oil  and  gas,  metal  mining,  teak  extraction,  and 
banking  and  finance,  a  foreign  investment  must  take  the  form  of  a 
joint  venture  with  a  state-owned  enterprise.   Buy-back  arrangements 
are  another  option,  and  several  buy-back  proposals  have  already  been 
accepted  in  textiles  and  wood  products.   Many  existing  and 
underutilized  production  facilities  could  be  upgraded  by  a  foreign 
partner  to  produce  for  export  on  a  buy-back  basis. 

Assistance  to  U.S.  Business;   Country  specialists  for  Burma  in  the 
Departments  of  Commerce  and  State  in  Washington  are  valuable  initial 
sources  of  information  on  business  conditions  and  possibilities. 
Interested  U.S.  companies  are  also  invited  to  correspond  directly 
with  the  Commercial  Attache  of  the  U.S.  Embassy  in  Rangoon  (Yangon) 
(Box  B,  APO  San  Francisco,  CA  96346;  telex:  21230  AMBYGN  BM) .   The 
Commercial  Section  can  assist  U.S.  companies  by  purchasing  and 
forwarding  government  tender  documents  on  request,  to  help  U.S. 
firms  meet  the  short  deadlines  generally  given.   Business  visas  can 
now  be  arranged  directly  through  Burmese  Government  agencies  or 
companies,  but  the  Commercial  Section  will  also  assist  with  visa 
clearances  and  local  appointments  as  needed.   Visitors  to  Burma  are 
welcome  to  contact  the  Commercial  Section  to  meet  with  appropriate 
Embassy  personnel  to  discuss  business  conditions  and  their  business 
interests.   U.S.  firms  wishing  to  promote  their  products  in  Burma 
can  participate  in  trade  promotion  events  held  each  year  in  Rangoon, 
and  should  contact  the  nearest  District  Office  of  the  Department  of 
Commerce  for  information. 
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